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SACRAMENTO UPDATE

Senator Besponds t¢ Governor’'s Vehicle License Fee Backfiil Action

The saga of the Vehicle License Fee (VLF} backfil continued today as Senator
Wes Chesbro, Chair of the Joint Legislative Budget Committee, issued a lelter o the
Director of Finance stating that their Section 27 letter regarding VLF backfill does not meet
the letter or the intent of Section 27, and is not appropriate.

The letter goes on to give the specific reasoning behind the Senator's conciusion:
Section 27 is limited in application ¢ nondiscretionary spending and unanticipated
expenditures in an existing program; and more importantly, that Section 27 does not
provide appropriation authority. The letter closes with a statement that the “administration’s
proposal represents a flagrant misuse of Section 27 and a serious infringement of
legislative powers.”

Department of Finance Authorizes Additional Federal Funds for Child Support

in addition, our Sacramento Advocates have learned that the Department of Finance (DOF)
has authorized appropriation of $19.8 million in additional Federal Trust Fund expenditure
authority. It is our understanding that approximately $2.7 million of this amount will come to
the County Department of Child Support. The DOF letter is atiached.
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We will continue to keep you informed.
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In a lefter dated Decembey 18, 2003, you notified e, pursuant to Secton 27.00 of the
2003-04 Budget Act, of your infention to inaease General Pund payments t0 Jocel
govemments (“Vehicle License FPee [VLF] backfill”) by $2.652 bilion. You noted your
mtention to provide $148.8 million of this amount through reductons from other
budgetary appropriations. You also contended that the acHon requives an emergency

authorization.

I find the request does not meet the letter or irgent of Section 27.00 and is
inappropgate. Below, T outline Section 27.00s intended use and my concerns with your

proposal.

Section 27.00's Audharity

Use of Section 27.08 Is Limnited. Section 27.00 is a limited delegation of legislative
powers 1o allow the admindstration to addiess nnexpected eircrmstances afiex the
passage of the budget. Through the section, the adminustzation can be given the
authority to spend funds at a rate that will require a subsequent deficiency
appropriation by the Legislature. The use of the section is united by a number of

criteria, including:
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= Cases of nondiscretionary spendimng.
= Cases of unanticipated expenses in an existing program.

Section 2700 is intended to allow adfustments when program costs exceed their
bud.get estinates (such as an increase in the program’s caseload) or the state .
experiencas a disaster (the Southem California fires earlier this year). In other words, it
is interided to allow adjustments to spending amounts, consistent with the Legisiature’s
policy objectives as reflected In the annual budget. It s not intended to provide an
alternative to the regualar bradget process for changing policy decisions.

Section 27.00 Does Noat Provide Appropriations. When a Section 2700 request is
anthorized, the appropriation for the affected budget itegn is not automatically
increased. Rather, the deficiency authorizabon only permiis the admimistration to spend
at a rate which would necessitate an additional appropriation. In order o receive the
increased appropriation, Section 27.00 specifically requires the Legislature o approve
an appropriation bill by Maxch 1, 2004 (for those deficiencies auttwrized prior to the
release of the Governor’s January 10 budget). This deficiency bill is the main mechanism
for the Legislature to exerdse its constiniBonal power of appropriatian.

Emergency Actions. In most cases, a deficiency requires notification to the
Legislavare 30 days prior to the authorization being fimalized. The Legislature uses this
time to evaluate the proposal and teke appropriste action. In even more limited
circumstances, Section 27.00 allows DOF to authorize deficiencies volving emergency
expenditures Exergencies are defined as mndxhnns of “disaster or extreme pexil that
threaten the health or safety of persons or pmperty within the state.” In cases of

emergencies, DOF is required to notify the Legisiature within ten days gfter DOF has
approved the emergency expenditure.

Ability fo Transfer Funds. In order to avold the need for a deficlency,
Section 27.00 (b) allows DOF to transfer funds from one item of appropriatdon (up to

5 percent of its total) 0 other itemns of appropriation. In these cases, DOF must provide
the Lagislature 30 days to review the transfers.

Froposal Raises Serious Copcams
I have several serious concemns with your proposal.

Proposul Is Not a Deflciency. Under the basic VLF backfill siatute, funds to local
governments are provided through a contdnuous apprapoiation (sliminating the need
for an annual budget appropriaton). To prevent this continuous appropristion
authority {rom being exercised in the current year, the Legislature approprlated $1,000
in Iten 9100 (Tax Relief) of the budget and specified that the $1,000 was in Lieu of any
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other VLE backfill appropriation. In the view of the Legisiative Analyst, this action
represents the Legislature’s policy determination to spend a minimal emount on: the
backfl] in 2003-04 absent further appropriations for this purpose. The administration’s
proposal to increase funding for this purpose by $2.6 billion represents a major revision
to legislative policy aﬁd is completely disproportionate to the amount of spending
authorized by the budget. As such, the proposal atternpts to transfoogn Sechon 27.00
from a budget adjustment tool Into an alternaiive ta the budget process.

D OF Inappropriatély Asstnes Legislature’s Appropriation Authority. As noved
above, making appropiiations is solely the authority of the Legislature. Yet your
netification letter asser}s that you have “approved a defidency appropriciion” (emphasis
added) of $2.5 billion. (Given the in-lieu appropriation, however, the Legislative Analyst
belisves the Legislature has not provided io the administration m the budger act or
other state Iaw, any appropriation authority which IDOF an access to cover this

“proposed backfill expense. Consequenily, without a specific appropriation from the
Legislature, the Cantroller has no authority fo implernent the adminisiration’s proposal,

Transfers Require 30-Day Notification. As described above, the proposal fails to
meet the testws for a deficiency authonzation, However, even if the request were for a
legitimnte deficienicy. the administration appears to believe that it can implement the
$149 million in transfers without a 30-day notification peried as part of Section 27.00"s
emergency provisions. Yet, Section 27 .00 {(b) provides nio such ability to cdreuanvent the
30-day period for transfers. Consequently, the admivdstration is always obligated to

wait the 30 days before implementing budget transfers to avoid deficiencies under
Section 2700 (b).

Emergency Uriteria Not Met. The emergency provision of Secrion 27.00 has
historically been uised to respond to gpecific and wgent mcidenis—such as natural
disasters. Jn this case, the administration has not put forth eny evidence of specific
disaster or peril. Rather, the administration relies on a broad assertion that the
reduction of local spending will impeir publie safety. You have provided no analysis of
individnaal local govermonent finances that would suggest an imundnent threat to health
or safety. If the administration were o provide such an analysis, the Legislature has in

the past addressed individual local governments’ finandial siteations ttwough
legislation specific to their needs.

Other Avenues Avaliable to Address iésue

The admindstration’s proposal represents both a flagrant misuse of Secrion 27.00 and
a serious infringement of legislative powers. The decsion to provide backfll reventies
to local governments is an important legiglative consideration. As you know, there are
numerous bills pending before the Legislatore o address this problem, mduding the



Ms. Donna Acdum December 23, 2003

unigue sitteton of a limited number of ciies and counties who face particular hardship
due to their disproportionate rellance on-the VLF. The Sectian 27.00 procass, however, is
not the appropriate venue for that decision.

Sincerely, 5

A2 v a—

Wesldly Chesbrao
Chair

co: Members of the Joint Legislative Budget Committes
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EPARTMENT
HILD SUPPORT SERVICES

TEM NO.J
FISCAL YEAR
5175-104-0890

NOTIFICATION LETTER TO LEGISI ATURE.

P30 DAY NOTICE | IREQUEST WAIVER
OF 0 DAY NOTICE

EQUESTED FUNDING ADJUSTMENT
ISECTION 28.00 [ Section 28.50

PROGRAM TITLE PER GOVERNOR'S BUDGET,

UNDING {(SPEGIFY FUND)

CHILD SUPPORTSERVICES
GCURRENTLY | REQUESTED CHANGE ToTAL
- 1 BUDGETER {+} OR (-}
. 38307 __+19,800 | 402,307

HECK APPROPRIATE BOX(ES)

ONE-TIME EXPENIHTURE.

et Mot bmmamd b s

checked, explain under nragram proposal.)

ONGOING COMMITMENT FROM THIS SOURCE.
STATE MATCHING FUNDS REGUIRED. (i checked, explain under program proposal.}
EXPENDITURE FITHER SUPPLEMENTS OR REFLACES AN EXISTING STATE-FUNDED PROGRAM . {if

PROVISIONS 1-4 OF SECTION 25 (B} HAVE BEEN SATISHIED. (Provide additfenial information as necessary.)

I0GRAM PROPOSAL {Attach additionat information as necessary.)

TLE:

crease Federal Authority

STATUTORY AUTHORITY: (Siate, federal, as appropriate)

‘SCRIPTION:

S — R

e DCSS requests increased Federal Trust Fund expendituré authority in ftem 5175-101-0890,

ISTIFCATION: (Must include need for current year implementation and reason it can’

t walt fil next fiscal vear)

1e DCSS requests increased Federal Trust Fund expenditure authority of $19,800,000 pursuant to
'«ction 28.00 of the Budget Act of 2003. The $19.8 million Federal Trusi Fund expenditure authority
a one-time reguest to match the $10.2 miltion in county general funds or remalning heaith incentive

ads identified by the Local Child Support Agencies (LCSA) in order to minimize the impact of
offs and staff reductions during the 2003/04 fiscal year.

7
BMITIFD BY: /)

APPROVED BY DEPARTMENT OF FINANCE: o

DATE:

DG FICE DATE: DATE SUBMITTED TO LEGISLATURE:
I W 127312063 pIC -8 »nm
or L/ DATE: PPBAI
’ 2 120312003
Z’Z'%Zf—' /4 {r/{; 2 '
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Honaorable Wesley Chesbro, Chair Honorable Jenny Oropeza, Chair
Joint Legislative Budget Committee Assembly Budget Committee
Senate Budget and Fiscal Review Commities
Honorable Dede Alpert, Chair Honorable Darrell Steinberg, Chair
Senate Appropriations Committee Assetnbly Appropriations Commitiee

Section 28.00—Department of Child Support Services

Pursuant to the provisions of Seclion 28.00, Budget Act of 2003, the following report is
respectfully submitted.

The Department of Finance has recsived the atiached Section 28.00 application from the

Departiment of Child Support Services (DCSS) for the purpose of increasing Federal Trust Fund
expendittirs guthority by $19.8 million in tem 5175-101-0890.

The Budget Act of 2003 included a reduction of $108.8 million ($37 million General Fund) to
Local Child Support Administration funding. Subsequent to the enactment of the Budget, a
number of counties have requested o use county General Fund and remaining health insurance
incentives to parlially backiill this reduction and to draw down a federal match on these funds.
The aggregate amount of county funds that the counties have proposed {0 uss is $10.2 million.
In some instances, these additional county and federal funds may mitigate layoffs at the county
fevel. In order to draw down the federal funds o mafch the counly funds, the DCSS requests

that increased expenditure authority be provided in Program 10.01—Child Support
Administration.

We concur with the necessity of thig change to the approved budget and will be approving the
Section 28.00 application not sooner than 30 days from the above date,

if you have any questions or need additional infonnation regarding this matter, please call
Mr. Don A. Rascon, Principal Prograrn Budget Analyst, at (916} 445-6423.

DONNA ARDIUIN
Director
By:
Originat Signed by:
Michael C. Genest

MICHAEL C. GENEST
Chief Deputy Dirsctor
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ce:  Honorable Richard Ackerman, Vice Chair, Senate Budget and Fiscal Review Committee

Honorable John Campbell, Vice Chalr, Assembly Budget Commitiee

Honorable Wesley Chesbro, Chair, Senate Budget and Fiscal Review
Subcommittee No. 3

Honorable Judy Chy, Chair, Assembly Budget Subcommitiee No. 1

Ms. Elizabeth Hill, Legislative Analysi (3)

Mr. Danny Alvarez, Staff Direcior, Sensts Budget and Fiscal Review Committee

Ms. Anne Maitland, Staff Director, Senate Appropriations Commiitee

Fiscal Director, Senate Minohty Fiscal Office

Ms. Diane Cumming, Senate President pro Tempore's Office

M. Christopher W, Wooeds, Chief Consultant, Assembly Budget Commitles

Mr. Geoff Long, Chief Consultant, Assembly Appropriations Committee

Mr. Peter Schaafsma, Staff Director, Assembly Minority Fiscal Commitiee

Mr. Kevin Basseti, Chief Consuttant, Assembly Republican Leader's Office

Mr. Craig Comett, Assembly Speaker's Office (2)

Ms. Jan Sherwood, Deputy Director, Administration Division, Department of Child Support
Services

Ms. Annette Siler, Assistant Deputy Director, Financial Services

Mr, Gary Fujii, Chief, Financial Planning



